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KINDS DATA which individual 
can use compare their financial 
conditions and operating results with those 
other banks are made available banker 
organizations and supervisory agencies. Cost 
analyses, operating ratios, and average inter- 
est rates are the more common forms. Private 
agencies, including some the larger city 
banks, also have prepared analytical systems 
which estimates the volume primary 
and secondary reserves needed the indi- 
vidual bank may derived the basis 
certain characteristics deposit 
structure and loan demands. 

One the areas bank analysis that has 
received less attention than others the de- 
velopment information assist bank man- 
agements comparing their own practices 
holding cash resources with those other 
banks. The information that has been avail- 
able has not served this purpose fully because 
bank liquidity has been viewed from the 
standpoint resources available meet 
general liquidation rather than problem 
managing cash holdings balancing short- 
term changes deposits and loans. For ex- 
ample, the legally required reserves which 
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member banks maintain Reserve banks 
are element the liquidity banks, but 
since these reserves are legal requirements, 
their volume beyond the discretion bank 
management. Similarly, cash items process 
collection also are part the liquid re- 
sources banks but their volume likewise is, 
the main, beyond the control manage- 
ment. 

The discussion that follows has three pur- 
poses: (1) present method measuring 
bank’s cash resources excluding the items 
that clearly are beyond the control manage- 
ment; (2) show the variations among 
group country banks the basis the 
method; and (3) examine the influence 
bank size and other differences the vari- 
ations found exist among banks. The treat- 
ment concentrated country banks be- 
cause the volume balances involved city 
banks makes possible for them assign 
specialists the duty maintaining full 
employment funds possible and their 
discretionary holdings cash resources ac- 
cordingly are quite low. 


The Managed Cash Ratio 

order distinguish clearly between the 
ratios shown later and conventional primary 
reserve ratios, the term “managed cash ratio” 
adopted signify that the cash items in- 
cluded are only those subject the discretion 
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management. bank’s primary reserves 
include cash vault, items process 
collection which consist uncollected checks 
drawn other banks, and balances de- 
posit with the Federal Reserve bank and with 
other banks. Each these may examined 
from the standpoint control which man- 
agement can exercise over the volume held. 

Cash vault serves absorb 
the differences that occur from day day 
the inflow and outflow currency. 
bank may make generous provision for its 
vault cash requirements may minimize 
its holdings. Since insurance charges are re- 
lated the amount held, most banks will 
hold little possible. Bank managements 
establish policies that determine holdings 
currency, and therefore this item included 
the managed cash ratio even though there 
irreducible minimum that must held. 

The volume items process collection 
the books bank any given time con- 
sists checks presented for deposit cus- 
tomers. these items pass through the col- 
lection process they are added the 
balance, either with other banks with the 
Reserve bank. The volume these items 
which any bank possesses given time 
related the extent which the bank’s cus- 
tomers transact business with individuals and 
firms outside the community. Therefore, while 
these checks are cash resource, the volume 
not determined the bank and cash items 
process collection are not included the 
ratios shown 

Banks which are members the Federal 
Reserve System are required maintain bal- 
ances with the Reserve banks equal 


fied percentages net demand deposits and 


time deposits. Balances which exactly fulfill 
this requirement are clearly beyond the con- 
trol management, but the balance ex- 
ceeds the requirement, then the excess should 
included the managed cash ratio. 
Deposits which banks maintain with other 


banks serve number purposes. Most banks 
the Tenth Federal Reserve District use 
them redeem checks remitted the 
customers the depositors out-of-town 
banks. Since the collection checks imposes 
clerical costs sorting, handling, etc., the 
city bank, acting collection agency for the 
country banks, specifies minimum balance 
that must kept with compensate for 
these expenses. variety other services, 
such investment review, also may 
formed for the country bank, thereby obligat- 
ing maintain still higher balance. The 
country bank may maintain deposits with 
other banks that are sufficient compensate 
for these services that exceed such level. 
Even though apparent that part these 
balances are beyond the control the man- 
agement country bank, these cash re- 
sources are included the managed cash 
ratio, after correction avoid duplication 
values. 

Inclusion the entire volume deposits 
with other banks, well excess reserves 
managed cash would involve duplication 
because the way legal reserve requirements 
are computed. These requirements are de- 
termined country bank deducting 
cash items process collection and bal- 
with banks from gross demand deposits 
applying the prevailing requirement 
per cent. Thus, country bank hold- 
ing deposit $100,000 with city bank 
reduced that balance zero purchasing 
investments, its demand deposits subject 
reserve requirements would increase 
$100,000 and its legal reserve requirement 
would increase $12,000. Since this rela- 
tionship exists between legal requirements 
and deposits with banks, only per cent 
the latter can included computing the 
managed cash ratio given bank. sum- 
mary, the numerator the managed cash 
ratio consists vault cash, excess reserves 
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deposit the Reserve bank, and per 
cent bank’s deposits with other banks. 

These values for the individual bank must 
used comparing banks varying sizes. 
Probably the simplest way expressing this 
ratio use the legally required reserves 
the bank. This choice gives specific value 
which bank can use relating its own 
practices those other banks. ratio 
100 per cent means that cash re- 
sources subject management decisions are 
above its reserve requirements 100 per 
cent. 


Distribution Managed Cash Ratios 


The banks whose managed cash ratios 
were computed the basis this method 
were the 201 country member banks Kan- 
sas and western Missouri whose accounting 
systems segregated “cash items process 
collection” from “due from banks.” About 
banks were excluded because their account- 
ing systems not make such segregation. 
The environment which these banks oper- 
ate includes pronounced seasonal variation 
growing out fluctuations agricultural 
income, although there are differences 
timing these variations from one commun- 
ity another. the end 1955, these banks 
held deposits ranging from $400,000 $25 
million. large majority these institutions 
customarily hold loans wheat guaranteed 
the Commodity Credit 
fact which produces temporary expansion 
reserves when loans mature. 

The half-month reserve periods chosen for 
examination were those ending March 31, 
June 30, and November 15, 1955, and March 
31, 1956. March and November were periods 
during which these banks’ reserve positions 
were restricted; June was period when re- 
serves generally were more abundant. These 
periods were selected allow observation 
the manner which banks reflect this 


Monthly Review August 1956 


Cash Reserves 


general variation reserves their managed 
cash ratios. 

The ratios for the banks examined are set 
forth the accompanying table. The average 
shown for each the periods the median— 
the ratio above and below which there are 
equal numbers ratios. Comparison the 
medians for the four periods clearly indicates 
that banks generally held larger cash re- 
sources June than March either year 
and somewhat less cash November than 
any the other reserve periods. in- 
terest, however, that almost many banks 
had managed cash ratios 200 per cent 
more November June when reserve 
positions were easier, while their number was 
much smaller March both years. This 
difference may due the willingness 
some banks which usually hold larger cash 
balances allow their cash decline 
March anticipation the redemption 
guaranteed wheat loans which was scheduled 
occur the end that reserve period. 
also may attributed the fact that some 
banks experienced greater ease reserve 
positions November than June. the 
opposite extreme, can observed that from 
per cent the banks had managed 
cash ratios less than 100 each the four 
reserve periods. 

Inspection the frequency low values 
raises question the consistency with 
which banks maintain low managed cash 
ratios. other words, are the banks which 
show low reserve ratios one period the 
banks that have high ratios the other pe- 
riods? Observation the constancy given 
banks’ positions indicates that banks had 
ratios less than 100 four periods; had 
ratios less than 100 three periods; 
had ratios less than 100 two periods; and 
had ratios less than 100 one period. 
the banks having ratios less than 100 
three periods, about half showed ratios 
the fourth period that were 110 less and 
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Table DISTRIBUTION MANAGED CASH RATIOS 


Number Banks Having Ratio Indicated 


Medians: March 31, 1955—121% 
June 30, 1955—135% 
November 15, 1955—120% 
March 31, 1956—121% 
*One bank was liquidated between June and November 1955. 


only two had ratios that exceeded 130. The 
banks which had ratios less than 100 
two reserve periods were not consistent 
their holding cash. About half these 
banks had ratios above 140 one period and 
one bank had ratios above 140 both periods. 

Further evidence the relative stability 
individual banks’ managed cash ratios ob- 
tained from the opposite end the spectrum: 
banks had ratios 150 per cent more 
all four reserve periods; had such ratios 
three the four periods; banks held this 
ratio two periods; and banks were 
this class least one period. 

appears, therefore, that about one fourth 
the banks rather consistently maintained 
low ratios and equal proportion had high 
ratios. The remainder exhibited both high and 
low ratios the four reserve periods. Con- 
sistently low ratios are understandable 
terms the gain profits which results from 


efforts minimize excess cash balances. 
larger holding balances and wider fluctu- 
ation the managed cash ratio, such 
characterized the per cent the banks 
the center the distribution, would result 
less effort were devoted this aspect 
bank operations. The consistently high ratios 
one fourth the banks are more difficult 
explain, but possible that their be- 
havior would appear less consistent more 
reserve periods had been examined. banks 
held high levels cash resources because 
their cash deposits were extremely unstable, 
then would seem that there would have 
been periods when their cash would have been 
drained deposit losses and their behavior 
thus would have resembled that the banks 
the middle half the distribution. Con- 
sequently, appears that consistently high 
ratios are maintained result deliberate 
policy decisions which lead steps restore 
cash balances soon any action reduces 
the volume below some determined level. 


Influence Selected Factors 
Managed Cash Ratios 


Other groupings these ratios can em- 
ployed examine the extent which high 
and low ratios are associated with other char- 
acteristics these banks. One the first 
questions that arises the relationship 
bank size and the managed cash ratio. Table 
classifies banks the basis the size 
their legally required reserves and indicates 
the number times given ratio occurs 
the four reserve periods. The resulting dis- 
tributions show rather clearly that banks hav- 
ing less than $200,000 required reserves 
hold comparatively larger cash resources than 
other banks. 

Probably the principal method followed 
banks attempting minimize their cash 
resources through the purchase high- 
grade, short-term securities which can 
sold readily without loss whenever additional 
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Table MANAGED CASH RATIOS SIZE BANK 


(Frequency Occurrence Four Reserve Periods) 


Required Reserves 


163% 


157% 130% 
cash needed. Smaller banks may find that 
the size the investible balance and the 
time will available for investment will 
not yield significant return above costs 
investment. Among the costs that will affect 
this decision are the security margin 
purchases and sales, the executive time in- 
volved, and perhaps most important, the ad- 
ditional accounting costs that may neces- 
sary maintain continuous information 
the size the investible balance. Larger 
banks with greater balances involved establish 
accounting systems and accompanying pro- 
cedures capable providing information con- 
tinuously the level the excess 
cash, enabling investments purchased 
funds placed the short-term money 
market one-day loans. 

probable that these reasons largely 
account for the fact that bank size becomes 
less important influence the man- 
aged cash ratio among banks having required 
reserves $200,000 more. The fact that 
two the size groups have medians below 
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119% 
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119% 102% 116% 120% 102% 
all others cannot considered significant 
since the number banks the two classes 
quite small. 

Further insight the management cash 
resources may gained examining the 
extent which banks that operate with low 
ratios find necessary times either bor- 
row from the Reserve bank risk de- 
ficiency reserves. The first these, the 
privilege borrowing, cannot fully shown, 
since country banks which not borrow 
the Reserve bank occasionally obtain tem- 
porary accommodation city banks. view 
this deficiency the data, the banks shown 
Table borrowers the Reserve bank 
are those which borrowed any time from 
the beginning 1953 the end the first 
quarter 1956. This procedure employed 
effort obtain attitudes toward bor- 
rowing rather than actual use the Federal 
Reserve discount facility the four reserve 
periods examined. 

Federal Reserve regulations govern the per- 
centage reserves required maintained 


Managed 1,000 
Ratios 104 1,000 more 
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member banks and the penalties, any, 
that are assessed when the amount reserves 
maintained deficient. Federal Reserve Reg- 
ulation and the related operating letter 
issued the Federal Reserve Bank Kansas 
City allow penalties waived, the dis- 
cretion the Federal Reserve Bank, when 
deficiency reserves one period off- 
set excess reserves the immediately 
following period, provided the deficiency 
does not exceed per cent the 
required reserves. Penalties also may 
waived the penalty does not exceed $5. The 
amount the penalty determined mul- 
tiplying the average deficiency rate 
per cent above the discount rate. 

expected that the banks which 
actively seek minimize their cash balances 
would those which these regulations 
would have the greatest importance. gaug- 
ing the relation managed cash ratios 
the use these methods meeting reserve 
problems, banks which had deficiencies 
reserves any time 1955 the first quar- 
ter 1956 are included. Table denotes 
the extent which banks having low and 
high ratios used these methods. All banks 
having relatively low ratios the four reserve 
periods were found have had reserve de- 
ficiency some time the 15-month period 
and the banks also had indicated 


willingness use the discount facilities 
the Reserve bank. The banks whose managed 
cash ratios were consistently high showed 
little dependence either the lending 
facilities the Reserve bank the provisions 
Reserve System regulations governing re- 
serve deficiencies. These observations sug- 
gest that the bank which seeks employ its 
resources fully possible will find that 
needs sources emergency funds cover 
requirements that are impossible anticipate. 
But this not necessarily the case, for skillful 
management secondary reserves could sup- 
ply funds readily alternative borrow- 
ing reserve deficiences. 

While the data presented not bear upon 
the question, evident from examination 
the behavior excess reserves country 
banks that the largest excesses occur pe- 
riods when anticipated events, such the ma- 
turing guaranteed wheat loans, add sub- 
stantially bank reserves. Forward planning 
for the temporary employment these bal- 
ances would make significant contribution 
bank earnings, particularly larger coun- 


try banks. 


Interpretation Results 
The banks whose managed cash ratios have 
been examined were selected because their 
records were readily available. Since the 
choice was not the basis approved 


Table CONTRAST BANKS WITH LOW AND HIGH MANAGED CASH RATIOS 


High Ratios 


Number Banks Number 

having Number having having Number 

reserve borrow- ratios reserve borrow- 
Number deficiency ing 150% deficiency ing 
reserve periods 1955 1956 1953-56 ormore 1956 1953-56 


periods 
res. periods 
res. periods 
res. period 


sampling procedures, the observations made 
country banks generally. the other hand, 
the broad results not differ any material 
respect from common sense expectations and, 
while scientific sampling might have yielded 
different and more dependable averages and 
extreme values, does not appear that the 
relationships found would have been mark- 
edly different. 

Review policies and practices the in- 
dividual bank necessarily would involve 
wider range problems 
than could considered this discussion, 
including those characteristics the flow 
deposits which are more less unique for 
each bank. The fact that banks hold such 
markedly different amounts cash rela- 
tion their deposits suggests that periodic 
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review decisions could prove worthwhile 
for some banks although lesser holding 
cash may involve actions which are not re- 
garded favorably the bank’s management. 
Among the smallest banks, the costs main- 
taining current information the size the 
balance available for investment secondary 
reserves may too high covered the 
return obtained from the investment. Review 
policies these cases may lead the 
abandonment the effort hold cash re- 
sources the lowest possible level. Banks 
having required reserves $200,000 more 
and maintaining high managed cash ratios 
appear have the best prospects gaining 
from devoting closer attention the cash 
position and from the establishment for- 
ward planning for the prompt investment 
new reserves. 


IDYEAR PROSPECTS for recovery the 


farm sector the economy are associ- 
ated with many uncertainties. Several recent 
changes the farm picture have caused in- 
creasing optimism, but still difficult 
determine these changes have been large 
enough alter the beginning-of-the-year out- 
look. This optimism based upon the view 
that the decline the farm economy halted 
and some improvement can anticipated. 
Whether farm income 1956 will higher 
than 1955 uncertain, but does appear 
that 1956 may show some reversal the 
trend declining farm prices. 

Factors contributing the changing agricul- 
tural situation include weather conditions, 
production adjustments, farm prices, and farm 
legislation. The farm economy also has been 
stimulated the high level activity the 
economy whole. Disposable income 
major stimulus sustaining the demand for 
agricultural products continued record 
level through the first half 1956. weather 
conditions are favorable through the last half 
the year, moderately high production, 
along with improved farm prices and strong 
demand, could result much farm income 
1956 was received 1955. Substantial 
improvement these factors could result 
even more favorable income prospects. 

Adjustments production caused low 
prices, production controls, and continued 
drought conditions some areas have low- 
ered production prospects for some farm com- 
modities this year. Increased production 
other commodities, however, will tend off- 
set these declines, and total farm output 
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should approach the record-high 
achieved last year. The marketing pattern 
this large volume production 1956 
expected differ somewhat from the 1955 
pattern, with relatively smaller volume be- 
ing marketed the last half 1956, com- 
pared with the previous year. Thus, any de- 
cline the index prices received farmers 
during the last half 1956, resulting from the 
seasonality production, should not cause 
the index reach low level prevailed 
the end 1955. 

Prices received farmers increased sub- 
stantially the first half 1956. Some, but 
not all, the price increase can associated 
with the usual seasonality marketings. 
Prices paid farmers have remained some- 
what stable, resulting slight improvement 
the ratio prices received prices paid. 

The influence the Agriculture Act 
1956 this year’s farm income uncertain. 
However, some payments emergency 
nature are being made through the soil bank 
provision, and these will tend bolster farm 
income. The emphasis placed surplus dis- 
posal also should have least temporary 
bolstering effect net farm income. 


Weather Conditions 


Not all agriculture’s ills have been cured 
the recent changes the farm economic 
situation. Prospects income 1956 
are quite variable because current weather 
conditions. Some areas the Tenth Federal 
Reserve District have experienced continuous 
drought conditions since 1953. Conditions 
these areas have become quite critical inso- 
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RAINFALL ACCUMULATIONS, SELECTED STATIONS 
Tenth District 


1956 
1955 


Colorado 

Kansas 65 
Missouri* 
Nebraska 
New Mexica 


Oklahoma* 
Wyoming 


*Tenth District portion only.** inches. 


far the financial position farmers con- 
cerned. 

Production both crops and livestock 
the District highly dependent upon weather 
conditions—particularly rainfall. Weather con- 
ditions during the first half 1956 were 
characterized extreme drought. The only 
substantial amount moisture received 
most the District during the fall planting 
season came late October. This moisture 
was timely and resulted reasonably satis- 
factory germination the winter wheat crop. 
Lack moisture through the winter and early 
spring resulted severe soil blowing east- 
ern Colorado, western Kansas, and the pan- 
handle Oklahoma. Much the wheat crop 
was complete loss these areas. Moisture 
conditions continued precarious throughout 
most the District until mid-April. Since the 
middle April, thunder showers have pro- 
vided surface moisture and prevented rapid 
deterioration crops. However, subsoil mois- 
ture still remains deficient most areas, and 
severe drought continues some regions. 

Accumulated moisture for selected stations 
through the Tenth District indicates that the 
amount rainfall received these points 
during the first five months 1956 was about 
per cent below the amount received dur- 
ing the same period 1955. Only the time- 
liness the rainfall 1956 has kept some 
crops more favorable condition than 
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year earlier. Other crops particularly oats, 
barley, hay and pasture have been less 
favorable condition. 

When subsoil moisture deficient and 
crops depend upon surface soil moisture, crop 
conditions usually are extremely variable. 
Yields generally show wide variations even 
within small areas. Within the District, the 
moisture deficiency has been substantial 
eastern and southern Colorado, large parts 
Kansas, northwestern Nebraska, 
New Mexico, and western Oklahoma. most 
Wyoming and northern Colorado, the mois- 
ture situation has been substantially better 
than for year earlier. 

Unofficial records rainfall received since 
June indicate that the amount rainfall 
has changed from below normal above 
normal many areas. Variability still persists 
throughout the District. Late planted crops, 
especially corn, soybeans, and grain sorghum 
have been aided these recent showers. 
Hay and pasture conditions have improved 
and ponds have been refilled some areas. 


Crop Production 


The crop production estimate released 
the Department Agriculture based 
July conditions, reflects current crop con- 
ditions District states and the Nation. Ex- 
cept for wheat, crop estimates for District 
states tend move the same direction 
those for the Nation. slight increase the 
acreage wheat for harvest and substantially 
higher average yields District states have 
resulted anticipated 14.6 per cent in- 
crease production over the 1955 level. 
Wheat production for the Nation expected 
decline slightly because smaller spring 
wheat crop. The 1956 crop prospect for oats, 
barley, and hay for both District states and 
the Nation below the 1955 crop because 
poor moisture conditions and high tem- 
peratures the first half the year. Because 
poor yields, large portion the oats 
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CROP PRODUCTION 
(In thousands units) 


(bu.) 440,898 303,108 
Corn (bu.) 457,722 334,326 
Oats (bu.) 145,581 152,470 
Barley (bu.) 33,703 46,337 
Hay (tons) 18,197 19,536 


SOURCE: Department Agriculture. 


crop was not harvested was utilized for 
pasture. 

The 1956 corn crop again expected ap- 
proach record levels and estimated 3.3 
billion increase less than 
per cent over the 1955 crop. Corn crop 
prospects Tenth District states point to- 
ward substantially better crop than last 
year. larger corn crop will aid offsetting 
the lower production other feed grains, but 
the overall feed situation District states 
somewhat unfavorable because the poor 
hay and pasture prospects. Pasture con- 
ditions some areas the District are even 
worse than during the severe drought year 
Estimated hay production smaller 
District states and the Nation. Rains 
were too late cause any substantial im- 
provement yields the second cutting 
alfalfa. 


Tenth District States 


Average Indicated Average 
1945-54 1956 1945-54 


United States 


Indicated 
1956 


347,337 1,148,289 936,761 922,262 
429,849 3,084,389 3,241,536 3,266,688 
108,810 1,327,496 1,499,282 1,143,929 

36,188 278,166 400,295 347,696 


16,881 103,648 112,782 107,111 


Two remaining crops major importance 
Tenth District states are grain sorghum 
and cotton. Production for these two crops 
not estimated the July Crop Production 
Report, but acreage for harvest included 
the report gives some indication the mid- 
year outlook. Sorghum acreage District 
states declined from year ago. Less aban- 
donment wheat acreage 1956 and ex- 
treme drought many areas during the plant- 
ing season probably accounts for this decrease. 
Cotton acreage for harvest July was 
39,000 acres less than the 1955 harvested 
acreage. 

Likewise, estimate made for soybeans 
the July crop report, but now appears 
that soybean production 1956 may exceed 
the 1955 output. Acreage for harvest beans 
for 1956 above the 1955 acreage for both 
the District and the Nation. The soybean crop 


ACREAGE HARVESTED AND FOR HARVEST 
(In thousands acres) 


Tenth District States 


Corn 
Oats 
Barley 
Soybeans 
Hay 


SOURCE: Department Agriculture. 


Average Harvested For Harvest Average Harvested 
1945-54 1955 1956 1945-54 1955 


United States 


For Harvest 
1956 


50,466 
35,427 
12,867 
20,953 
75,595 
19,897 
16,962 


Wheat 26,940 18,072 20,312 67,193 47,255 
15,583 12,786 12,769 83,260 79,900 
5,825 5,476 5,205 38,912 39,138 
1,483 2,111 1,771 10,443 14,553 
1,615 2,495 2,617 12,698 18,668 
14,552 15,4689 15,562 74,382 75,549 
Sorghums 6,151 10,733 9,763 13,277 20,874 
Cotton 1,885 1,403 1,364 22,746 17,506 


mid-July was excellent condition the 
eastern sections the District. 


Livestock Production 


Production most livestock products 
each month 1956 has exceeded the output 
the corresponding months 1955. Total 
red meat production the Nation for the 
first five months this year was 11,180 
million pounds compared 10,115 million 
pounds the same period last year. Poultry 
meat production also was higher for the same 
period, increasing from 1,191 million pounds 
1955 1,501 million pounds 1956. 

The number hogs slaughtered the 
Nation the first five months 1956 was 
16.8 per cent larger than for the comparable 
period 1955. Late marketings from the 
larger spring pig crop 1955 and per 
cent larger fall pig crop kept hog slaughter 
well above year earlier. 

estimated that farmers reduced hog 
production the spring 1956 per cent 
below the levels year earlier. This 
fall pig crop also expected smaller 
than that produced the fall 1955. The 
number sows farrowing the fall 1956 
estimated per cent below that 1955. 

Smaller pig crops are also expected Tenth 
District states. Farmers Colorado, Kansas, 
Nebraska, and Oklahoma reported esti- 
mated per cent reduction spring farrow- 
ings. The number sows expected farrow 
the fall 1956 estimated per cent 
below the 1955 figure. 

Beef production the first five months 
the year exceeded that for the same period 
last year per cent. contrast, total 
production beef expected slightly 
below the year earlier level during the last 
half 1956. July the number cattle 
feed was per cent below year earlier. 
This undoubtedly will result fewer higher- 
grade slaughter animals coming market 
during the last half the year. Weather and 
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pasture conditions will major factor 
determining the volume marketings 
grass-fat cattle which generally make 
large portion the lower-grade slaughter 
cattle the fall months. Supplies stocker 
and feeder cattle and calves are expected 
adequate this fall. 

Total chicks hatched commercial hatch- 
eries the Nation exceeded production 
1955 for each month through May this 
year. The size hatches indicates that flock 
replacements and broiler production for this 
year will above the levels last year. 


Prices Received 


The index prices received farmers 
rose substantially the first half 1956 and, 
May, was equal the level year 
earlier. Although prices individual com- 
modities may decline seasonally the last 
half the year when crop and livestock 
marketings are relatively large, such declines 
are not expected severe occurred 
during the last half 1955. 

The index prices received farmers 
June 15, 1956, stood 247 per cent its 
1910-14 average level. This exceeded the level 
year earlier per cent and was the 
first time that the index prices received 
farmers had surpassed the year earlier level 
since August 1952. The June index this year 
also was one point above the April index 
1955—the highest level reached during 1955. 

Although the index prices received 
farmers reflects encouraging increase 
the level prices farm commodities, 
sometimes fails give clear picture the 
price situation within designated areas the 
Nation—such the Tenth District states. 
Further analysis price indexes com- 
modity groups, state indexes prices re- 
ceived, and individual prices commodities 
important the specific area necessary 
assess fully the local price picture. Farm in- 
come the District influenced prices 
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INDEX PRICES RECEIVED FARMERS 
United States 


1910-148100 
250 
240 
230 230 
220 220 
210 210 


commodities important District agriculture. 

constructing index prices, each 
commodity given weight the index 
according its relative importance the 
Nation’s agriculture. The mid-June index 
crop prices for the Nation was per cent 
above that mid-June 1955, but the index 
livestock and livestock product prices was 
per cent below that mid-June 1955. This 
indicates that the level prices received 
farmers has surpassed the year earlier figure 
chiefly because higher crop prices. Live- 
stock prices, the aggregate, remain below 
last year’s levels. the other hand, there has 
been substantial price recovery during the 
first half 1956 from the low point for both 
components the price index. The crop price 
index June 15, 1956, was 17.4 per cent 
above the lowest level November 15, 1955, 
and the livestock and livestock products price 
index June 15, 1956, was 5.9 per cent above 
the lowest level December 15, 1955. Again, 
the more favorable price recovery for the 
Nation appears have occurred the prices 
crops, but this does not appear the 
situation for Tenth District states when ex- 
amining local conditions. 

Crop and livestock price indexes are re- 
ported only four the seven District 
states. Crop price indexes reported these 
four states indicate that prices crop prod- 


ucts important these areas have not shown 
the same price increases indicated the 
crop price index the Nation. Kansas and 
New Mexico, crop price indexes for June 15, 
1956, were below both the November 15, 
1955, and June 15, 1955, levels. This just 
the opposite the Nation’s experience. 
Nebraska and the direction 
change the crop price indexes during the 
first half 1956 has been the same for the 
Nation, but the June 15, 1956, level below 
the year earlier figure. Any improvement 
income from crops District states 1956 
probably will due increased production, 
since prices the major District crops have 
not shown the same response has the na- 
tional average. 

Prices livestock and livestock products 
are important District agriculture, since 
large portion the receipts from farm mar- 
ketings District states comes from the sale 
livestock and livestock products. Changes 
the price indexes livestock and livestock 
products the four District states have been 
more comparable those for the Nation. All 
District indexes have shown continuous in- 
creases since December 15, except for the 
New Mexico index, which declined slightly 
from May June this year. The increase 
the price hogs through the month June 
has not been influential the index for 
New Mexico for the other three states. The 
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increase the level livestock and live- 
stock prices the District during the first 
half the year probably will have substantial 
influence maintaining farm income for 1956. 

Finally, consideration prices indi- 
vidual commodities necessary complete 
evaluation the current trend prices 
received farmers. Income individual 
farmers often influenced price move- 
ments only few the commodities 
included national and state indexes. 

Prices major crops the District have 
been below year ago chiefly because 
lower support prices for the 1956 basic crops 
and heavy supplies feed grains. The new 
farm legislation and administrative action re- 
vised supports higher level than was 
announced last fall, but support levels re- 
main slightly below those for the 1955 crop. 
Impoundings both wheat and corn likely 
will larger than year ago. 

high level pork consumption and 
seasonally declining supplies have resulted 
substantial increase hog prices. This 
has been one the major factors raising 
the overall level livestock prices. With con- 
tinued high consumer demand for meat and 
smaller number hogs available for slaugh- 
ter, hog prices should average higher the 
last half 1956 than for the comparable 
period 1955. 

Price stability has been the major char- 
acteristic the cattle market through most 
1956. smaller supply choice and prime 
slaughter cattle the last half 1956 
expected result seasonally increasing 
prices for these grades. The lower grades 
slaughter cattle and stockers and feeders 
should more adequate supply and their 
prices are expected decline seasonally. 

Slaughter lamb prices advanced somewhat 
during the first three months 1956 and then 
made unusually sharp increase through 
April and May. The seasonal increase put 
lamb prices abnormally high relative other 
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red meat prices. This resulted the substi- 
tution other meats for lamb and caused 
rapid decline slaughter lamb prices through 
June. Prices slaughter lambs through the 
rest the year should compare favorably 
with those the last half 1955. 

Egg prices have been above year earlier 
levels during the first half 1956 and are ex- 
pected continue this relationship into the 
fall. With higher production and higher prices, 
cash receipts from poultry should exceed 
those 1955. Heavy production broilers 
has kept broiler prices below those 1955, 
and this situation likely will continue through 
the remainder the year. 


Income 

Farm income 1955 set new low for the 
post-World War period, even though do- 
mestic demand was record levels. Low 
prices, because large supplies, and severe 
drought conditions some areas the Tenth 
District curtailed farm income severely. 

Cash receipts from farm marketings for 
Tenth District states for the first five months 
1956 were per cent less than for the 
same period 1955. Lower receipts 1956 
were the result the short winter wheat 
crop 1955, the severe drought which re- 
duced last year’s corn crop, and lower prices. 

the recent price recovery agriculture 
can least partly retained, receipts from 
farm marketings for District states should 
higher the last half 1956 than the last 
half 1955. However, improbable that 
such increase receipts the last half 
the year will large enough offset the 
substantial decline that occurred the first 
half. Wheat and corn production are expected 
larger, but livestock marketings prob- 
ably will lower during the last half the 
year. Thus, appears that farm income the 
Tenth District for 1956 may not show much 
recovery expected for the Nation, 
present production estimates are accurate. 
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